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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K

[Mark One]

b Annual report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
for the fiscal year ended December 31, 2009

OR
0 Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

for the transition period from to .
Commission file number 000-51446
CONSOLIDATED COMMUNICATIONS HOLDINGS, INC.
(Exact name of registrant as specified in its charter)

Delaware 02-0636095

(State or other jurisdiction of (IRS Employer Identification No.)
incorporation or organization)

121 South 17t Street
Mattoon, Illinois 61938

(Address of principal executive offices) (Zip Code)
(217) 235-3311
(Registrant s Telephone Number, including Area Code)
Securities registered pursuant to Section 12(b) of the Act:

Title of each class: Name of exchange on which registered:

Common Stock, $0.01 par value NASDAQ Global Select Market
Securities registered pursuant to Section 12(g) of the Act: None
Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
YESoNO b
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. YESoNO D
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. YES p NO o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). YES o NO o
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this
chapter) is not contained herein, and will not be contained, to the best of the registrant s knowledge, in definitive proxy
or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form
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10-K. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer, and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting
company o
(Do not check if a smaller
reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES oNO b
The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant as of
June 30, 2009 was approximately $271,905,064 based upon the closing price of the Common Stock reported for such
date on the NASDAQ Global Select Market.
Indicate the number of shares outstanding of each class of Common Stock, as of the latest practicable date:

Class Outstanding as of March 3, 2010

Common Stock, $0.01 par value 29,608,653 Shares
DOCUMENTS INCORPORATED BY REFERENCE
Portions of the definitive proxy statement for the annual meeting of stockholders to be held on May 4, 2010 are
incorporated by reference into Part III.
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Acronyms Used in this Annual Report on Form 10-K

ARPU Average revenue per user

CLEC Competitive local exchange carrier

CSA Carrier serving area

DSL Digital subscriber line

DVR Digital video recorder

EBITDA Earnings before interest, taxes, depreciation and amortization
ETFL East Texas Fiber Line, Inc.

FASB Financial Accounting Standards Board
FCC Federal Communications Commission
GAAP Generally accepted accounting principles
HD High definition

ICC Illinois Commerce Commission

ICTC llinois Consolidated Telephone Company
ILEC Incumbent local exchange carrier

1P Internet protocol

IPO Initial public offering

IPTV Internet protocol digital television

ISP Internet service provider

LIBOR London interbank offer rate

mbps megabit per second

MPLS Multi-protocol label switching

NECA National Exchange Carrier Association
NOC Network operations center

NOL Net operating loss

PAPUC Pennsylvania Public Utility Commission
PAUSF Pennsylvania Universal Service Fund
PUCT Public Utility Commission of Texas
PURA Texas Public Utilities Regulatory Act
RBOC Regional Bell Operating Company

RLEC Rural local exchange carrier

SONET Synchronous Optical Network

SPCOA Service Provider Certificate of Operating Authority
TXUCV TXU Communications Ventures Company
UNE Unbundled network element

UNE-P Unbundled network element platform
VOIP Voice over Internet Protocol

WACC Weighted-average cost of capital
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Terminology Used in this Annual Report on Form 10-K
Access line equivalents represent a combination of voice services and data circuits. The calculations represent a

conversion of data circuits to an access line basis. Equivalents are calculated by converting data circuits (basic rate
interface (BRI), primary rate interface (PRI), DSL, DS-1, DS-3, and Ethernet) and SONET-based (optical) services
(OC-3 and OC-48) to the equivalent of an access line.

Competitive local exchange carriers ( CLECs ) are telecommunications providers formed after enactment of the
Telecommunications Act of 1996 to provide local exchange service that competes with ILECs and other established
carriers.

Digital telephone or VOIP service involves the routing of voice calls, at least in part, over the Internet through
packets of data instead of transmitting the calls over the telephone system.

An exchange is a geographic area established for administration and pricing of telecommunications services.

Hosted VOIP is our broadband phone product that utilizes our soft switch to provide an Internet Protocol based voice
service to business and residential customers. The product provides the flexibility of utilizing new telephone
technology and features provided by our hosted soft switch but does not require an investment in a new telephone
system to use the advanced features.

Incumbent local exchange telephone companies ( ILECs ) are the local telephone companies that provided local
telephone exchange service on the effective date of the Telecommunications Act of 1996, or their predecessors. This
designation is important because ILECs have statutory obligations that other telephone companies do not have. For
example, ILECs are required to give other carriers access to certain equipment (known as unbundled network
elements) or to house equipment for other carriers (known as collocation), on reasonable and nondiscriminatory terms.
For more information, see Part I Item 1 Business Regulatory Environment.

Metro Ethernet is the use of carrier Ethernet technology in metropolitan area networks. Metro Ethernet services are
provided over a standard, widely used Ethernet interface and can connect business local area networks to wide area
networks or to the Internet. Metro Ethernet offers cost-effectiveness, reliability, scalability and bandwidth
management superior to most proprietary networks.

MPLS or Multiprotocol Label Switching refers to a highly scalable data-carrying mechanism in which data packets
are assigned labels. Packet-forwarding decisions are made solely on the contents of this label, without the need to
examine the packet itself. This allows for end-to-end circuits across any type of transport medium, using any protocol.
Rural telephone companies provide communications services to geographic areas that are not heavily populated. This
designation is important because rural telephone companies are eligible to receive government subsidies to
compensate for the disproportionate cost of providing service in low density areas. In addition, ILECs that are
statutory rural telephone companies, as defined in the Telecommunications Act of 1996, are exempt from some
obligations to provide access to competitors.

Unified messaging is the integration of multiple messaging technologies into a single system. With this application,
voice mail, fax, cellular and other messages are sent to the email inbox. From the email system, the messages can be
heard, read or forwarded to others.
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FORWARD-LOOKING STATEMENTS
Any statements contained in this report that are not statements of historical fact, including statements about our beliefs
and expectations, are forward-looking statements. We use words like anticipate, believe, expect, intend,
estimate, target, project, should, may, and will to identify forward-looking statements throughout this report.
Forward-looking statements reflect, among other things, our current expectations, plans, strategies, and anticipated
financial results. There are a number of risks, uncertainties, and conditions that may cause our actual results to differ
materially from those expressed or implied by these forward-looking statements. Many of these circumstances are
beyond our ability to control or predict. Moreover, forward-looking statements necessarily involve assumptions on our
part.
All forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their
entirety by the cautionary statements that appear throughout this report. Furthermore, forward-looking statements
speak only as of the date they are made. Except as required under the federal securities laws or the rules and
regulations of the Securities and Exchange Commission, we are not under any obligation to update any
forward-looking information whether as a result of new information, future events, or otherwise. You should not place
undue reliance on forward-looking statements.
Please see Part I Item 1A  Risk Factors of this report, as well as the other documents that we file with the SEC from
time to time, for important factors that could cause our actual results to differ from current expectations and from the
forward-looking statements discussed in this report.
MARKET AND INDUSTRY DATA
Market and industry data and other information used throughout this report are based on independent industry
publications, government publications, publicly available information, reports by market research firms, or other
published independent sources. Although we believe these sources are reliable, we have not verified the information.
Some data is also based on estimates that members of management derive from their industry knowledge and review
of internal surveys.
We cannot know, or reasonably determine, our market share in each of our markets or for our services because there is
significant overlap in the telecommunications industry; it is difficult to isolate information regarding individual
services. For example, wireless providers both compete with and complement our local telephone services.

Table of Contents 8
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Item 1. Business

General

Consolidated Communications Holdings, Inc. and its subsidiaries, ( Consolidated , the Company , we , our or
operates its businesses under the name Consolidated Communications. We are an established rural local exchange
carrier ( RLEC ) providing communications services to residential and business customers in Illinois, Texas and
Pennsylvania. With 247,235 local access lines, an estimated 72,681 Competitive Local Exchange Carrier ( CLEC )
access line equivalents, 100,122 digital subscriber lines ( DSL ) and 23,127 Internet Protocol digital television ( IPTV )
subscribers at December 31, 2009, we believe that we are one of the largest pure play RLECs in the United States.
The Company offers a wide range of telecommunications services, including local and long-distance service, digital
telephone service ( VOIP ), custom calling features, private line services, dial-up and high-speed broadband Internet
access, IPTV, carrier access services, network capacity services over our regional fiber optic network, directory
publishing and CLEC calling services. We also operate a number of non-core complementary businesses, including
providing telephone services to county jails and state prisons and equipment sales. See Item 7 Management s
Discussion and Analysis of Financial Condition and Results of Operations Subsequent Events .

Founded in 1894 as the Mattoon Telephone Company by the great-grandfather of our current Chairman, Richard A.
Lumpkin, we began as one of the nation s first independent telephone companies. After several acquisitions, the
Mattoon Telephone Company was incorporated as the Illinois Consolidated Telephone Company ( ICTC ) on April 10,
1924. In 1997, McLeodUSA acquired ICTC and all related businesses from the Lumpkin family. In 2002,
Mr. Lumpkin and two private equity firms, Spectrum Equity and Providence Equity, repurchased ICTC and several
related businesses.

On April 14, 2004, we acquired TXU Communications Ventures Company ( TXUCV ) from TXU Corporation.
TXUCYV owned rural telephone operations in Lufkin, Conroe, and Katy, Texas, which had been operating in those
markets for over 90 years. This acquisition approximately tripled the size of the Company.

On July 27, 2005, we completed an initial public offering of our common stock. At the same time, Spectrum Equity
sold its entire investment and Providence Equity sold 50% of its investment. In July 2006, we repurchased the
remaining shares owned by Providence Equity.

On December 31, 2007, we acquired all of the capital stock of North Pittsburgh Systems, Inc. ( North Pittsburgh ).
Through its subsidiaries, North Pittsburgh provides advanced communication services to residential and business
customers in several counties in western Pennsylvania and operates a CLEC in the Pittsburgh metropolitan area. The
results of operations for North Pittsburgh are included in the Company s Telephone Operations segment beginning
January 1, 2008 and thereafter.

We are a Delaware corporation organized in 2002, and are the successor to businesses engaged in providing
telecommunications services since 1894.

Table of Contents 9
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Available Information

Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments
to those reports are available on our website, at no charge, at www.consolidated.com, as soon as reasonably
practicable after electronic filing or furnishing such information to the U.S. Securities and Exchange Commission
( SEC ). Also available on our website, or in print upon written request at no charge, are our corporate governance
guidelines, the charters of our audit, compensation and corporate governance committees, and a copy of our code of
business conduct and ethics that applies to our directors, officers and employees, including our chief executive officer,
principal financial officer, principal accounting officer, controller or other persons performing similar functions.
Information on our website should not be considered to be part of this annual report on Form 10-K.

Business Overview

We derive our revenue principally from the sale of telecommunication services, including local and long-distance
telephone (both traditional telephone service and VOIP), high-speed broadband Internet, and standard and
high-definition IPTV services to residential and business customers in Illinois, Texas and Pennsylvania. We also
derive revenues from a number of complementary non-core businesses, including telephone services to county jails
and state prisons; equipment sales; and prior to 2010, telemarketing and order fulfillment and operator services. We
operate in two reportable segments: Telephone Operations and Other Operations. Our Telephone Operations segment
generates the substantial majority of our revenue and operating income and substantially all of our cash flow from
operations.

Sources of Revenue

The following chart summarizes our sources of revenue for the last three years:

2009 2008 2007
% of % of % of

(in millions, except for percentages) $ Revenues $ Revenues $ Revenues
Telephone operations:

Local calling services 97.2 23.9 104.6 25.0 82.8 25.2
Network access services 86.3 21.3 95.3 22.8 70.9 21.5
Subsidies 56.0 13.8 552 13.2 46.0 14.0
Long-distance services 204 5.0 241 5.7 14.2 43
Data and Internet services 68.1 16.8 62.7 15.0 38.0 11.5
Other services 36.6 9.0 37.1 8.9 36.3 11.0
Total telephone operations 364.6 89.8 379.0 90.6 288.2 87.5
Other operations 41.6 10.2 394 94 41.0 12.5
Total operating revenue 406.2 100.0 418.4 100.0 329.2 100.0

5
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Telephone Operations
Our Telephone Operations segment consists of local calling services, network access services, subsidies, long-distance

services, data and Internet services (including DSL, IPTV and VOIP), and other services. Our Telephone Operations
segment had the following service lines as of December 31:

December 31,

2009 2008 2007
Residential access lines in service 146,766 162,067 183,070
Business access lines in service 100,469 102,256 103,116
Total local access lines in service 247,235 264,323 286,186
VOIP telephone subscribers 8,605 6,510 2,494
IPTYV subscribers 23,127 16,666 12,241
ILEC DSL subscribers 100,122 91,817 81,337
Total broadband connections 131,914 114,993 96,072
CLEC access line equivalents () 72,681 74,687 70,063
Total connections 451,830 454,003 452,321
Long-distance lines @ 165,714 165,953 166,599
Dial-up subscribers 2,371 3,957 5,578

(1) CLEC access line
equivalents
represent a
combination of
voice services
and data circuits.
The calculations
represent a
conversion of
data circuits to an
access line basis.
Equivalents are
calculated by
converting data
circuits (basic
rate interface,
primary rate
interface, DSL,
DS-1, DS-3 and
Ethernet) and
SONET-based
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(optical) services
(OC-3 and
OC-48) to the
equivalent of an
access line.

(2) Reflects the

inclusion of

long-distance

service provided

as part of our

VOIP offering

while excluding

CLEC

long-distance

subscribers.
Our Telephone Operations segment generated approximately $115.8 million and $91.9 million of cash flows from
operating activities for the years ended December 31, 2009 and 2008, respectively. As of December 31, 2009, our
Telephone Operations had total assets of approximately $1.2 billion.
Local calling services
These services include dial tone and other basic services. We generally charge residential and business customers a
fixed monthly rate for access to the network and for originating and receiving telephone calls within their local calling
area.
Custom calling features include caller name and number identification, call forwarding, and call waiting. Value-added
services include teleconferencing and voice mail. We usually charge a flat monthly fee for custom calling features and
value-added services. Otherwise, we bundle the selected services with local calling services at a discounted rate.

Table of Contents 12



Edgar Filing: Consolidated Communications Holdings, Inc. - Form 10-K

Table of Contents

We offer private lines that provide direct connections between two or more local locations primarily to business
customers at flat monthly rates. In our Pennsylvania and Texas markets, we offer small- and medium-sized businesses
a hosted VOIP package, which utilizes our current switch and allows the customer the flexibility of utilizing new
telephone technology and features without investing in a new telephone system to get the features. The package
bundles local service, calling features, IP business telephones, and unified messaging, which integrates multiple
messaging technologies into a single system, such as allowing the customer to receive and listen to voice messages
through email. We also offer a similar product to our residential customers in Texas, Pennsylvania and Illinois.

Network access services

A significant portion of our revenue comes from network access charges paid by long-distance and other carriers for
originating or terminating calls within our service areas. These services allow customers to make or receive calls in
our service area. Our long-distance customers typically pay a monthly fee for this service. In addition, other carriers
pay network access charges for originating or terminating calls within our service areas. These charges, which are
regulated, also apply to private lines that connect a customer in one of our service areas to a location outside of our
service areas. Network access charges include subscriber line charges (a fee for being connected to the telephone
network), local number portability fees (whereby consumers can keep their telephone number when changing
carriers), and universal services surcharges, as well as the costs of originating and terminating calls from or to our
local exchanges. The amount of network access charge revenues we receive is based on rates set or approved by
federal and state regulatory commissions that are subject to change at any time.

We record the details of long-distance and switched access calls through our carrier access billing system and bill the
applicable carriers on a monthly basis. The network access charge rates for intrastate long-distance calls and private
lines within Illinois, Texas, and Pennsylvania are regulated and approved by the Illinois Commerce Commission
( ICC ), the Public Utility Commission of Texas ( PUCT ), and the Pennsylvania Public Utility Commission ( PAPUC )
respectively. The access charge rates for interstate long-distance calls and private lines are regulated and approved by
the Federal Communications Commission ( FCC ). See Regulatory Environment Federal Regulation and Regulator
Environment Access Charges.

Subsidies

Subsidies consist of federal and state subsidies designed to promote widely available, quality telephone service at
affordable prices in rural areas. Subsidies come from pools to which we and other telecommunications providers,
including local, long-distance, and wireless carriers, contribute on a monthly basis. Subsidies are allocated and
distributed to rural carriers monthly based upon their respective costs for providing local service. Like access charges,
subsidies are regulated by federal and state regulatory commissions. In Illinois, we receive federal but not state
subsidies. In Texas and Pennsylvania, we receive both federal and state subsidies.

Long-distance services

Long-distance services enable customers to make calls that terminate outside their local calling area. We offer a
variety of long-distance plans, including an unlimited calling plan, and offer a combination of subscription and usage
fees.

Table of Contents 13
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Data and Internet services
Data and Internet services include revenues from non-local private lines (typically inter-city) and for providing access
to the Internet and IPTV. We also offer a variety of data connectivity services, including Asynchronous Transfer
Mode and gigabit Ethernet products and frame relay networks. In our Pennsylvania markets, we also provide virtual
hosting services, collocation services and e-commerce enabling technologies.
Other services
Other services include revenues from telephone directory publishing, wholesale transport services on our fiber-optic
network in Texas, billing and collection services, inside wiring service, and maintenance.
Other Operations
Prior to 2010, our Other Operations segment consisted of Public Services, Business Systems, Market Response
(telemarketing and order fulfillment) ( CMR ), and Operator Services. In early 2010, we sold CMR. Also in early 2010,
we made a decision to exit the Operator Services business, which we expect to be completed during the first half of
2010. Our on-going Other Operations segment consists of two complementary non-core businesses:
Public Services provides local and long-distance service and automated calling service for correctional
facilities.
Business Systems sells and installs telecommunications equipment, such as key, private branch exchange
(PBX), and IP-based telephone systems, to business customers in Texas and Illinois.
Our Other Operations segment generated approximately $0.5 million of cash flows from operating activities for the
years ended December 31, 2009 and 2008. As of December 31, 2009, Other Operations had total assets of
approximately $12.3 million.
Wireless partnerships
Wireless partnership investment income is included as a component of other income. This includes our limited
partnership interests in Boulevard Communications, a competitive access provider, and five cellular partnerships:
GTE Mobilnet of South Texas, GTE Mobilnet of Texas RSA #17, Pittsburgh SMSA, Pennsylvania RSA 6(I), and
Pennsylvania RSA 6(10).
We own 2.34% of GTE Mobilnet of South Texas Limited Partnership ( Mobilnet South Partnership ). The principal
activity of the Mobilnet South Partnership is providing cellular service in the Houston, Galveston, and Beaumont,
Texas metropolitan areas. Because we have a minor ownership interest and cannot influence operations, we account
for this investment using the cost basis; income is recognized only on cash distributions paid to us up to our
proportionate earnings in the partnership. We recognized income on cash distributions of $5.7 million from this
partnership for the year ended December 31, 2009, and $4.1 million for the year ended December 31, 2008.
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We own 17.02% of GTE Mobilnet of Texas RSA #17, which serves areas in and around Conroe, Texas. Because we
have some influence over the operating and financial policies of this partnership, we account for the investment under
the equity method, recognizing income based on the proportion of the earnings generated by the partnership that
would be allocated to us. Cash distributions are recorded as a reduction in our investment amount. For the years ended
December 31, 2009 and 2008, we recognized income from this partnership of $4.0 million and $2.6 million,
respectively and received cash distributions of $2.0 million and $0.9 million, respectively.

San Antonio MTA, L.P., a wholly owned partnership of Cellco Partnership (doing business as Verizon Wireless), is
the general partner for both GTE Mobilnet of South Texas and GTE Mobilnet of Texas RSA #17.

We own 3.6% of Pittsburgh SMSA, 16.6725% of Pennsylvania RSA 6(I), and 23.67% of Pennsylvania RSA 6(II)
wireless partnerships, all of which are majority owned and operated by Verizon Wireless. These partnerships cover
territories that almost entirely overlap the markets served by our Pennsylvania ILEC and CLEC operations. Because
of our limited influence over Pittsburgh SMSA, we account for the investment using the cost basis. For the years
ended December 31, 2009 and 2008, we recognized income on cash distributions from Pittsburgh SMSA of
$6.3 million and $5.6 million, respectively. The Pennsylvania RSA 6(1) and RSA 6(II) partnerships are accounted for
under the equity method. For the years ended December 31, 2009 and 2008, we recognized income of $9.1 million
and $7.5 million, respectively, and received cash distributions of $8.3 million and $7.0 million, respectively, from
these partnerships.

Boulevard Communications, L.L.P. is a Pennsylvania limited liability partnership equally owned by us and a company
in the Armstrong Holdings, Inc. group of companies. Boulevard provides point-to-point data services to businesses in
western Pennsylvania, including access to ISPs, connections to inter-exchange carriers, and high-speed data
transmission. We account for the Boulevard investment under the equity method. Our investment in this partnership
and the income/loss generated is immaterial.

Customers and Markets

Our llinois local telephone markets consist of 35 geographically contiguous exchanges serving predominantly small
towns and rural areas. We cover an area of approximately 2,681 square miles, primarily in five central Illinois
counties: Coles, Christian, Montgomery, Effingham, and Shelby. We provide basic telephone services in this territory,
with 63,866 local access lines, or 23.8 lines per square mile, as of December 31, 2009. Approximately 55.2% of our
local access lines serve residential customers, with the remainder serving business customers. Our Illinois business
customers are predominantly small retail, commercial, light manufacturing, and service industry accounts, as well as
universities and hospitals.

Our 21 exchanges in Texas serve three principal geographic markets Lufkin, Conroe, and Katy in an approximately
2,054 square mile area. We provide basic telephone services in this territory, with 128,591 local access lines, or
approximately 62.6 lines per square mile, as of December 31, 2009. Approximately 64.5% of our Texas local access
lines serve residential customers, with the remainder serving business customers. Our Texas business customers are
predominately manufacturing and retail industries; our largest business customers are hospitals, local governments,
and school districts.
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The Lufkin market is centered primarily in Angelina County in east Texas, approximately 120 miles northeast of
Houston, and extends into three neighboring counties. The area is a center for the lumber industry and includes other
significant industries such as education, healthcare, manufacturing, retail, and social services.
The Conroe market is located primarily in Montgomery County and is centered approximately 40 miles north of
Houston. Parts of the Conroe operating territory extend south to within 28 miles of downtown Houston, including
parts of the affluent suburb of The Woodlands. Major industries in this market include education, healthcare,
manufacturing, retail, and social services.
The Katy market is located in parts of Fort Bend, Harris, Waller, and Brazoria Counties and is centered approximately
30 miles west of downtown Houston along the busy and expanding I-10 corridor. Most of the Katy market is
considered part of metropolitan Houston, with major industries including administrative, education, healthcare,
management, professional, retail, scientific and waste management services.
The Pennsylvania ILEC territory covers 285 square miles and serves portions of Allegheny, Armstrong, Butler, and
Westmorland Counties in western Pennsylvania. The southernmost point of the ILEC territory is 12 miles north of the
city of Pittsburgh. We provide basic telephone services in this territory, with approximately 54,778 local access lines,
or approximately 192.2 lines per square mile, as of December 31, 2009. Approximately 52.2% of our local access
lines in this territory serve residential customers and the remainder service business customers. The CLEC operations
expand south to serve the city of Pittsburgh and north to serve the city of Butler. The CLEC primarily targets small to
mid-sized businesses, educational institutions, and healthcare facilities.
Sales and Marketing
Telephone Operations
The key components of our overall marketing strategy in the Telephone Operations segment include:
Positioning ourselves as a single point of contact for our customers communications needs;
Providing customers with a broad array of voice and data services, and bundling these services whenever
possible;
Providing excellent customer service, including 24-hour, 7-days a week centralized customer support to
coordinate installation of new services, repair and maintenance functions;
Developing and delivering new services to meet evolving customer needs and market demands; and
Leveraging our history and involvement with local communities and expanding Consolidated
Communications and Consolidated brand recognition.
Our consumer sales strategy is focused on increasing our penetration of broadband services, including DSL, IPTV and
VOIP, in all of our service areas. We are also focused on cross-selling our services, developing additional services to
maximize revenues and increase revenues per user, and increasing customer loyalty through superior service, local
presence, and compelling product offerings.

10
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Our Telephone Operations segment currently has three sales channels: call centers, communication centers, and
commissioned sales people. Our customer service call centers serve as the primary sales channels for residential and
small business customers. We also have a group of commissioned sales people, called our Feet on the Street team.
This team canvasses our territories offering residential customers our full suite of products, leading with our
triple-play bundled offering of voice, DSL, and IPTV services. In addition to being a strong sales point of contact, this
sales effort also helps us to identify and address customer service issues, if any, on a proactive, face-to-face basis. This
team of individuals can be scaled up or down to match our business needs, including, for example, if we launch a new
product.

In both the ILEC and CLEC markets, we have sales teams led by a manager who has geographic market
responsibility. Sales representatives/account managers support the existing base of larger business customers and new
prospects. Individual sales representatives are responsible for the entire telecom product set, customize proposals to
meet the customer needs (access lines, long-distance, Metro-Ethernet circuits, data connectivity, hosted VOIP and
business systems) and in most cases are charged with retaining and growing the telecom services within their account
base.

Our customers also can visit one of our communications centers to address various communications needs, including
paying bills or ordering new service. We believe that customer availability to communication centers has helped
decrease late payments and bad debt, and reinforces our local presence.

Our Telephone Operations sales efforts are supported by direct mail, bill inserts, newspaper advertising, public
relations activities, sponsorship of community events, and website promotions.

Our Directory Publishing business is supported by a dedicated sales force, which is focused on each of the directory
markets in order to maximize sales with both traditional print and online advertising products. We believe the
directory business has been an efficient tool for marketing our other services and for promoting brand development
and awareness.

Our Transport Services business has a sales force of commissioned sales people specializing in wholesale transport
products.

Other Operations

Each of our Other Operations businesses executes our sales and marketing strategy primarily through an independent
sales and marketing team comprised of dedicated field sales account managers, management, and service
representatives. Our executives enhance these efforts by attending industry trade shows and assuming leadership roles
in industry groups including the U.S. Telecom Association, the Associated Communications Companies of America,
and the Independent Telephone and Telecommunications Alliance.

Information Technology and Support Systems

Our information technology and support systems staff is a seasoned organization that supports day-to-day operations
and develops system enhancements. The technology supporting our Telephone Operations segment is centered on a
core of commercially available and internally maintained systems.

We have successfully migrated most of the key business processes from all of our previous acquisitions into a single
company-wide system and platform, which includes common network provisioning, network management, workforce
management systems, and financial systems. Our core systems and hardware platforms are readily expandable.
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Network Architecture and Technology

All of our local networks are based on Carrier Serving Area ( CSA ) architecture. CSA architecture allows access
equipment to be placed closer to customer premises, which means customers can be connected to the equipment over
shorter copper loops than would be possible if all customers were connected directly to the carrier s main switch. The
access equipment is connected back to the main switch on a high capacity fiber circuit, resulting in extensive fiber
deployment throughout our network, which enables us to provide broadband services in excess of 20 megabits per
second ( mbps ) to our customers.

A single engineering team is responsible for the overall architecture and inter-operability of the various elements in
the combined network of our Illinois, Texas, and Pennsylvania telephone operations. Our combined network
operations center ( NOC ) in Mattoon, Illinois, monitors the performance of our enterprise-wide communications
network around the clock and deals with customer-specific issues. We believe our NOC allows our Telephone
Operations to maintain superior network performance standards using common network systems and platforms, which
allows us to efficiently handle weekend and after-hours coverage amongst all of our markets and more efficiently
allocate personnel to manage fluctuations in our workload volumes.

Our network is supported by advanced 100% digital switches, with a fiber network connecting 64 of our 65
exchanges. These switches provide all of our local telephone customers with access to custom calling features,
value-added services, and dial-up Internet access. We have four additional switches: one that supports feature-rich
VOIP, two dedicated to long-distance service, and one that supports our Public Services and Operator Services
businesses.

In the past 10 years, we have invested over $400 million to develop a high-quality 100% digital switching network,
comprising 65 central offices and 482 CSAs. The CSA architecture has enabled us to provide DSL service, with
speeds up to 3 mbps, to over 95% of our access lines. In addition, we have deployed fiber-optic cable extensively
throughout our network, resulting in a 100% Synchronous Optical Network (SONET) that supports all of the
inter-office and host-remote links, as well as the majority of business parks within our ILEC service area.

As a result of our advanced network, we introduced IPTV service in selected Illinois markets in 2005, Texas markets
in 2006, and Pennsylvania markets in 2008. As of December 31, 2009, IPTV was available to approximately 188,000
homes in our markets. Our IPTV subscriber base continues to grow and now totals 23,127 subscribers as of
December 31, 2009. We do not anticipate having to make any material capital upgrades to our network infrastructure
in connection with the continued growth of our IPTV product except for providing set-top boxes to future subscribers
and adding head-end equipment and capacity as we further increase our high-definition channel offerings.

We also operate a 2,000 mile fiber network in the State of Texas. Approximately 52% of this network consists of
cable sheath that we own, either directly or through our majority-owned subsidiary East Texas Fiber Line, Inc.

( ETFL ). For most of the remaining route-miles of the network, we utilize strands on third-party fiber networks under
contracts commonly known as indefeasible rights of use. We sell competitive wholesale capacity on this network to
other carriers, wireless providers, CLECs and large commercial customers. In addition, this fiber infrastructure
provides the connectivity required to provide IPTV, Internet and long-distance services to all Consolidated residential
and enterprise customers.
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In Pennsylvania, we operate a CLEC with an extensive network consisting of over 557 route miles of fiber-optic
facilities in the Pittsburgh metropolitan area. The CLEC has placed equipment in 27 Verizon central offices and one
Embarq central office, and primarily serves its customers using UNE loops. In the Pittsburgh market, the CLEC
operates a carrier hotel that serves as the hub for its fiber-optic network. We offer space in this carrier hotel to ISPs,
long-distance carriers, other CLECs, and other customers who need a carrier-class location to house voice and data
equipment and access to a number of networks, including ours.

Employees

At December 31 2009, we had 1,095 full-time and 118 part-time employees. Approximately 52% of our employees
are covered by collective bargaining agreements as shown in the table below:

# of Contract

Employees Union Expiration
Location Covered (D Date
Illinois 340 IBEW 11/15/2012
Lufkin/Conroe, Texas 181 CWA 10/16/2010
Pennsylvania (ILEC) 66 CWA 09/30/2011
Katy, Texas 38 CWA 02/28/2011
Pennsylvania (CLEC) 11 CWA 02/29/2012
Totals 636

(1) IBEW
International
Brotherhood of
Electrical
Workers

CWA

Communication

Workers of

America
As a whole, we believe our relations with our employees are good.
We expect the number of employees to be reduced by approximately 75 full-time and 90 part-time positions as a result
of the sale of CMR and our exit of the Operator Services business. See Item 7 Management s Discussion and Analysis
of Financial Condition and Results of Operations Subsequent Events .
Our Strengths
Technologically advanced network
We have made significant investments building our technologically advanced telecommunications network. As a
result, we are able to deliver high-quality, reliable video, data, and voice services in all of the markets we serve. Our
wide-ranging network and extensive use of fiber provide an easy reach into existing and new areas. By bringing the
fiber network closer to the customer premises, we can increase our service offerings, quality and bandwidth services.
Our Internet Protocol ( IP ) backbone network provides a high-quality, flexible platform that allows us to deliver
broadband applications to our customers at competitive prices. Approximately 95% of our total local access lines were
DSL-capable as of December 31, 2009, and approximately 96% of these DSL-capable lines are capable of speeds of 3
mbps or greater. Metro-Ethernet, VOIP services, and other additional IP services leverage the extensive MPLS
(Multi-Protocol Label Switching) core network, making it more efficient and scalable. Our existing network can
support increased IPTV subscribers with limited additional network preparation thereby driving additional revenue
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Attractive markets

The geographic areas we serve are characterized by a balanced mix of growing suburban areas and stable, rural
territories.

Our Lufkin, Texas, and central Illinois markets have experienced only nominal population growth over the past
decade. As of December 31, 2009, 99,583, or 40.3%, of our local access lines were located in these markets. However,
this low growth, low customer density and the predominantly rural residential character of these areas have
historically discouraged competitors from making the significant capital investment required to offer competing
services.

Our Conroe and Katy, Texas markets are suburbs of the Houston metropolitan area. As of December 31, 2009,
92,874, or 37.6%, of our local access lines were located in these markets. Conroe and Katy have experienced
above-average population and business employment growth over the past decade as compared to the remainder of
Texas and the United States as a whole. According to the most recent census, the median household income in the
primary county in our Conroe market was $50,000 per year, and $60,000 per year in our Katy market. In contrast, the
median annual household income was $39,927 in Texas and $42,148 in the United States.

Our Pennsylvania ILEC operates in a territory covering approximately 285 square miles, including portions of
Allegheny, Armstrong, Butler, and Westmoreland counties in western Pennsylvania. Over the past decade, our ILEC
territory has experienced population growth as the suburban communities in its territory have been expanding (the
southernmost point of this territory is only 12 miles from Pittsburgh). For similar reasons, the ILEC has benefited
from growth in business activity and favorable market demographics. As of December 31, 2009, 54,778, or 22.1%, of
our local access lines are located in our Pennsylvania ILEC territory.

Our Pennsylvania CLEC assets provide telecommunications and broadband services south of our ILEC territory to
customers in the metropolitan Pittsburgh area, and to the north of the ILECs territory in the City of Butler and
surrounding areas.

Broad product offerings and bundling of services

We are able to leverage our long-standing relationship with our customers by offering them a broad suite of
telecommunications and information services that enables us to pursue increased revenue per access line by selling
additional services through a bundling strategy, that includes our triple play offering of voice, DSL, and IPTV
services. Our residential and business customers have access to a broad array of competitively priced advanced
television programming, data, and voice service choices with a single point of contact. In addition to providing local
and long-distance telephone service, customers can choose multiple speeds of DSL service and IPTV programming
with over 230 all-digital channels, 50 high-definition ( HD ) offerings, and digital video recorder ( DVR ) services. We
also offer custom calling services, carrier access services, VOIP service to residential and business customers, and
directory publishing.
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By bundling our service offerings, we are able to offer and sell a more complete package of services, which we
believe simultaneously increases our average revenue per user ( ARPU ) and adds value for the consumer. We also
believe that bundling leads to increased customer loyalty and retention. As of December 31, 2009, we had 56,856
customers who subscribed to service bundles that included local service and a selection of other services including
custom calling features, DSL, and IPTV.
Experienced management team with proven track record
With an average of over 25 years of experience in both regulated and non-regulated telecommunications businesses,
our management team has demonstrated that it can deliver profitable growth while providing high levels of customer
satisfaction. Specifically, our management team has a proven track record of:

Providing superior quality services to rural customers in a regulated environment;

Implementing successful business acquisitions and integrations; and

Launching and growing new services, such as DSL and IPTV, along with managing CLEC businesses and

complementary services, such as transport, business systems and directory publishing.
Generally supportive regulatory environment
As a RLEC, we benefit from federal and Texas and Pennsylvania state subsidies designed to promote universal
service , or widely available quality telephone service at affordable prices in rural areas. For the year ended
December 31, 2009, we received $34.6 million in payments from the federal universal service fund, $16.2 million
from the Texas universal service fund, and $5.2 million from the Pennsylvania universal service fund. In the
aggregate, these payments constituted 13.8% of our total revenues in 2009. For the year ended December 31, 2008, we
received $32.1 million from the federal universal service fund, $17.9 million from the Texas universal service fund,
and $5.2 million from the Pennsylvania universal service fund. In the aggregate, these payments constituted 13.2% of
our total revenues in 2008.
Business Strategies
Increase revenues per customer
We continue to focus on increasing our revenue per customer, primarily by improving our DSL and IPTV market
penetration, increasing the sale of other value-added services, and encouraging customers to subscribe to our service
bundles.
We now provide IPTV service in all of our markets. After making necessary upgrades to our network and purchasing
programming content, we launched IPTV in our Pennsylvania markets in April 2008, four months after acquiring the
company. All of our markets offer HD programming and DVR service that further increases our ARPU. As of
December 31, 2009, over 93% of our video customers have subscribed to our triple play offering. At December 31,
2009, we had 23,127 video subscribers and the capability of offering the service to over 188,000 households in our
territories.
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Improve operating efficiency
Over the years, we have made significant operational improvements in our business which has resulted in significant
cost savings and reductions in headcount. In particular, we have centralized most of the business and back office
operations from our acquisitions into one functional organization with common work groups, processes, and systems
removing redundant costs. During 2009, we completed the conversion of our Pennsylvania ILEC billing system to the
common platform used by our Illinois and Texas operations. We have consolidated most of our principal accounting
functions to our Illinois corporate office. We also completed combining two separate network operation centers into
one. We are also currently in the process of realigning our customer care centers, decreasing the number of such
centers from six to two. When completed, we will have one residential customer care center in Texas and one business
customer care center in Illinois. Because of these efficiencies, we are better able to deliver a consistent customer
experience and service our customers in a more cost-effective manner. We have also identified several fast track
projects that allowed us to improve our cost structure while launching new products and improving the customer
experience.
Maintain capital expenditure discipline
Across all of our territories, we have successfully managed capital expenditures to optimize returns through
disciplined planning and targeted investment of capital. For example, specific investments in our IP core and access
networks allow us to continue to have significant flexibility to expand our new service offerings, such as IPTV and
VOIP services in a very cost-efficient manner while maintaining our reputation as a high-quality service provider.
Pursue selective acquisitions
We have in the past taken, and expect to continue to take in the future, a disciplined approach in pursuing the
acquisition of access lines or operating companies. When we evaluate potential transactions, important considerations
include whether or not:

The market is attractive;

The network is of appropriate quality;

We can integrate the acquired company efficiently;

There are significant potential operating synergies; and

The transaction is cash flow accretive from day one.
Competition
Competition continues to increase for telecommunications and information services. Technological advances have
expanded the types and uses of services and products available. In addition, lack of or a reduced level of regulation of
comparable alternatives (e.g., cable, wireless and VOIP providers) has lowered costs for these alternative
communications service providers. As a result, we face heightened competition as well as some new opportunities in
significant portions of our business. We expect competition to remain a significant factor affecting our operating
results in 2010 and beyond. See Item 1A Risk Factors Risks Relating To Our Business The Telecommunications
Industry is Constantly Changing and Competition is Increasing .
Local telephone market
In general, telecommunications service in rural areas is more costly to provide than service in urban areas; the lower
customer density necessitates higher capital expenditures on a per-customer basis. As a result, it generally is not
economically viable for new entrants to overlap existing networks in rural territories.
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Despite the barriers to entry, rural telephone companies face some competition for voice services from cable
providers, wireless providers, and competitive telephone companies. Cable providers are upgrading their networks
with fiber optics and installing facilities to provide fully interactive transmission of broadband voice, data, and video
communications. Competitive telephone companies have been granted permission by state regulators to offer local
telephone service in areas already served by a local telephone company.

Industry participants increasingly are embracing VOIP service, which essentially involves the routing of voice calls, at
least in part, over the Internet through packets of data instead of transmitting the calls over the telephone system.
While current VOIP applications typically complete calls using ILEC infrastructure and networks, as VOIP services
become more widespread and technology advances, more calls may be placed without using the telephone system. On
March 10, 2004, the FCC issued a Notice of Proposed Rulemaking with respect to IP-enabled services. Among other
things, the FCC is considering whether VOIP services are regulated telecommunications services or unregulated
information services. The FCC has yet to issue a decision on the matter. We cannot predict the outcome of the FCC s
rulemaking or how it will affect the revenues of our rural telephone companies. The proliferation of VOIP,
particularly to the extent such communications do not utilize our networks, may reduce our customer base and cause
us to lose access fees and other funding.

Mediacom, which serves portions of our Illinois territories, offers VOIP that competes with our basic voice services.
In 2008, NewWave Communications launched a competing voice product in the portions of our Illinois territory not
served by Mediacom. In addition, both Suddenlink and Comcast, cable competitors in Texas, launched a competing
voice product in 2008. These companies also compete with us for customers interested in video and DSL services. In
our Pennsylvania territory, each of the two incumbent cable providers, Armstrong and Comcast, offer a competitive
VOIP service. In all markets, our competitors offer aggressive triple play packages of voice, video, and broadband
service. In general, cable companies have modern networks and the capacity to serve a substantial number of
customers. We estimate that cable companies now cover 85% of our territory.

Wireless service

Rural telephone companies usually face less wireless competition than non-rural providers of voice services because
wireless networks in rural areas generally are less developed. Our service areas in Conroe and Katy, Texas are
exceptions to this general rule because they are close to Houston. As a result, we are facing increased competition
from wireless service providers in those markets. Our Pennsylvania markets are also exposed to increased competition
from wireless service providers because of the concentration of interstate and major highways in the territory. We
have experienced the loss of access lines by customers choosing to eliminate their wireline service in favor of a
wireless provider. We believe that wireless substitution will continue to be a competitive threat in the years to come.
Internet service

The Internet services market is highly competitive and there are few barriers to entry. Internet services meaning wired
and wireless Internet access and online content services are provided by cable providers, Internet service providers,
long-distance carriers, and satellite-based companies. Many of these companies provide direct access to the Internet
and a variety of supporting services. In addition, many companies offer access to closed, proprietary information
networks.
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Cable providers have aggressively entered the Internet access market over the last few years, and have substantial
transmission capabilities, traditionally carry data to large numbers of customers, and have a billing system
infrastructure that permits them to add new services. Industry sources expect, and we agree, that competition for
Internet services will continue to be very competitive.

Long-distance service

The long-distance telecommunications market is highly competitive. Competition in the long-distance business is
based primarily on price, although service bundling, branding, customer service, billing service, and quality all
influence customers choices.

Other competition

Our other lines of business are subject to substantial competition from local, regional, and national competitors. In
particular, our directory publishing and transport businesses operate in competitive markets. We expect that
competition in all of our businesses will continue to intensify as new technologies and new services are offered.
Customers in these businesses can and do change vendors frequently. Long-term contracts are unusual, and those that
do exist have cancellation clauses that allow quick termination. Where long-term contracts are in place, customers are
renewing them for shorter terms.

Regulatory Environment

The following summary does not describe all existing and proposed legislation and regulations affecting the
telecommunications industry. Regulation can change rapidly, and ongoing proceedings and hearings could alter the
manner in which the telecommunications industry operates. We cannot predict the outcome of any of these
developments, nor their potential impact on us. See Risk Factors Regulatory Risks.

Overview

The telecommunications industry is subject to extensive federal, state, and local regulation. Under the
Telecommunications Act of 1996 ( Telecommunications Act ), federal and state regulators share responsibility for
implementing and enforcing statutes and regulations designed to encourage competition and to preserve and advance
widely available, quality telephone service at affordable prices.

At the federal level, the FCC generally exercises jurisdiction over facilities and services of local exchange carriers,
such as our rural telephone companies, to the extent they are used to provide, originate, or terminate interstate or
international communications. The FCC has the authority to condition, modify, cancel, terminate, or revoke our
operating authority for failure to comply with applicable federal laws or FCC rules, regulations, and policies. Fines or
penalties also may be imposed for any of these violations.

State regulatory commissions, such as the ICC in Illinois, PAPUC in Pennsylvania, and the PUCT in Texas, generally
exercise jurisdiction over carriers facilities and services to the extent they are used to provide, originate, or terminate
intrastate communications. In particular, state regulatory agencies have substantial oversight over interconnection and
network access by competitors of our rural telephone companies. In addition, municipalities and other local
government agencies regulate the public rights-of-way necessary to install and operate networks. State regulators can
sanction our rural telephone companies or revoke our certifications if we violate relevant laws or regulations.
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Federal regulation
Our rural telephone companies and competitive local exchange companies must comply with the Communications Act
of 1934, which requires, among other things, that telecommunications carriers offer services at just and reasonable
rates and on non-discriminatory terms and conditions. The 1996 amendments to the Communications Act (contained
in the Telecommunications Act discussed below) dramatically changed, and likely will continue to change, the
landscape of the industry.
Removal of entry barriers
The central aim of the Telecommunications Act is to open local telecommunications markets to competition while
enhancing universal service. Before the Telecommunications Act was enacted, many states limited the services that
could be offered by a company competing with an incumbent telephone company. The Telecommunications Act
preempts these state and local laws.
The Telecommunications Act imposes a number of interconnection and other requirements on all local
communications providers. All telecommunications carriers have a duty to interconnect directly or indirectly with the
facilities and equipment of other telecommunications carriers. Local exchange carriers, including our rural telephone
companies, are required to:
Allow other carriers to resell their services;
Provide number portability where feasible;
Ensure dialing parity, meaning that consumers can choose their default local or long-distance telephone
company without having to dial additional digits;
Ensure that competitors customers receive non-discriminatory access to telephone numbers, operator service,
directory assistance, and directory listings;
Afford competitors access to telephone poles, ducts, conduits, and rights-of-way; and
Establish reciprocal compensation arrangements with other carriers for the transport and termination of
telecommunications traffic.
Furthermore, the Telecommunications Act imposes on incumbent telephone companies (other than rural telephone
companies that maintain their so-called rural exemption as our subsidiaries do) additional obligations to:
Negotiate interconnection agreements with other carriers in good faith;
Interconnect their facilities and equipment with any requesting telecommunications carrier, at any
technically feasible point, at non-discriminatory rates and on non-discriminatory terms and conditions;
Offer their retail services to other carriers for resale at discounted wholesale rates;
Provide reasonable notice of changes in the information necessary for transmission and routing of services
over the incumbent telephone company s facilities or in the information necessary for interoperability; and
Provide, at rates, terms, and conditions that are just, reasonable, and non-discriminatory, for the physical
collocation of other carriers equipment necessary for interconnection or access to UNEs at the premises of
the incumbent telephone company.
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Access charges

A significant portion of our rural telephone companies revenues come from network access charges paid by
long-distance and other carriers for using our companies local telephone facilities for originating or terminating calls
within our service areas. The amount of network access charge revenues our rural telephone companies receive is
based on rates set or approved by federal and state regulatory commissions, and these rates are subject to change at
any time.

Intrastate network access charges are regulated by state commissions. Network access charges in our Illinois market
currently mirror interstate charges for everything but local switching. Interstate and intrastate network access charges
in our Pennsylvania market also are very similar. In contrast, as required by Texas regulators, our Texas rural
telephone companies impose significantly higher network access charges for intrastate calls than for interstate calls.

The FCC regulates the prices we may charge for the use of our local telephone facilities to originate or terminate
interstate and international calls. The FCC has structured these prices as a combination of flat monthly charges paid by
customers and both usage-sensitive (per-minute) charges and flat monthly charges paid by long-distance or other
carriers.

The FCC regulates levels of interstate network access charges by imposing price caps on Regional Bell Operating
Companies, referred to as RBOC s, and other large incumbent telephone companies. These price caps can be adjusted
based on various formulas, such as inflation and productivity, and otherwise through regulatory proceedings.
Incumbent telephone companies, such as our local telephone companies, may elect to base network access charges on
price caps, but are not required to do so.

Historically, all of our rural telephone companies had elected not to apply federal price caps. Instead, they employed a
rate-of-return regulation for their network interstate access charges, whereby they earned a fixed return on their
investment over and above operating costs. In December 2007, we filed a petition with the FCC seeking to permit our
Illinois and Texas companies to convert to price cap regulation. Our petition was approved on May 6, 2008, and was
effective on July 1, 2008. This conversion gives us greater pricing flexibility for interstate services, especially the
increasingly competitive special access segment. It also provides us with the potential to increase our net earnings by
becoming more productive and introducing new services. On the other hand, we were required to reduce our interstate
access charges in Illinois significantly, and because our Illinois intrastate access charges generally mirror interstate
rates, this conversion also resulted in lower intrastate revenues in Illinois. In addition, we now receive somewhat
reduced subsidies from the interstate Universal Service Fund program.

Our Pennsylvania rural telephone company is an average schedule rate-of-return company, which means its interstate
access revenues are based upon a statistical formula developed by the National Exchange Carrier Association ( NECA )
and approved by the FCC, rather than upon its actual costs. In its 2006 and 2007 annual revisions of the average
schedule formulas, NECA proposed and the FCC approved structural changes that were fully phased-in during 2008,
reducing our Pennsylvania rural telephone company s annual interstate revenues by approximately $3.7 million
compared to periods prior to the phase-in of the structural changes. The NECA and the FCC may make further
changes to the formulas in future years, which could have an additional impact on our revenues. Our Pennsylvania
rural telephone company has the option to become a cost company, meaning its rates would be subject to its own
individual cost and demand data studies, but this option would be irrevocable if exercised. We cannot predict whether
or when it would be advantageous to make this conversion.
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Traditionally, regulators have allowed network access rates for rural areas to be set higher than the actual cost of
terminating or originating long-distance calls as an implicit means of subsidizing the high cost of providing local
service in rural areas. Following a series of federal court decisions ruling that subsidies must be explicit rather than
implicit, the FCC adopted reforms in 2001 that reduced per-minute network access charges and shifted a portion of
cost recovery, which historically was imposed on long-distance carriers, to flat-rate, monthly subscriber line charges
imposed on end-user customers. While the FCC also increased explicit subsidies to rural telephone companies through
the universal service fund, the aggregate amount of interstate network access charges paid by long-distance carriers to
access providers, such as our rural telephone companies, has decreased and may continue to decrease. The FCC has
been considering further changes to interstate network access charges since 2001, and has requested public comments
on several different approaches to the issue, but has not yet taken action on any of these proposals. We continue to
actively participate in shaping intercarrier compensation and universal service reforms through our own efforts as well
as through industry associations and coalitions.

Unlike the federal system, Illinois does not provide an explicit subsidy in the form of a universal service fund.
Therefore, while subsidies from the federal universal service fund offset the decrease in revenues resulting from the
reduction in interstate network access rates in Illinois, there was no corresponding offset for the decrease in revenues
from the reduction in intrastate network access rates. In Pennsylvania and Texas, the intrastate network access rate
regime applicable to our rural telephone companies does not mirror the FCC regime, so the impact of the reforms was
revenue neutral.

In recent years, carriers have become more aggressive in disputing the FCC s interstate access charge rates and the
application of access charges to their telecommunications traffic. We believe these disputes have increased in part
because advances in technology have made it more difficult to determine the identity and jurisdiction of traffic, giving
carriers an increased opportunity to challenge access costs for their traffic. For example, in September 2003, Vonage
Holdings Corporation filed a petition with the FCC to preempt an order of the Minnesota Public Utilities Commission
asserting jurisdiction over Vonage. The FCC determined that it was impossible to divide Vonage s VOIP service into
interstate and intrastate components without negating federal rules and policies. Accordingly, the FCC found it was an
interstate service not subject to traditional state telephone regulation. While the FCC order did not specifically address
whether intrastate access charges were applicable to Vonage s VOIP service, the fact that the service was found to be
solely interstate raises that concern. We cannot predict what other actions other long-distance carriers may take before
the FCC or with their local exchange carriers, including our rural telephone companies, to challenge the applicability
of access charges. We have not received any such claims to date, but we cannot guarantee that none will arise. Due to
the increasing deployment of VOIP services and other technological changes, we believe these types of disputes and
claims are likely to increase.

Unbundled network element rules

The unbundling requirements have been some of the most controversial provisions of the Telecommunications Act. In
its initial implementation of the law, the FCC generally required incumbent telephone companies to lease a wide range
of UNE s to CLEC s. Those rules were designed to enable competitors to deliver services to their customers in
combination with their existing networks or as recombined service offerings on an unbundled network element
platform, commonly known as UNE-P, which allowed competitors with no facilities of their own to purchase all the
elements of local telephone service from the incumbent and resell them to customers. These unbundling requirements,
and the duty to offer UNEs to competitors, imposed substantial costs on the incumbent telephone companies and made
it easier for customers to shift their business to other carriers. After a court challenge and a decision vacating portions
of the UNE rules, the FCC issued revised rules in February 2005 that reinstated some unbundling requirements for
incumbent telephone companies that are not protected by the rural exemption, but eliminated the UNE-P option and
certain other unbundling requirements.
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Each of the subsidiaries through which we operate our local telephone businesses is an incumbent telephone company
and provides service in rural areas. As discussed above, the Telecommunications Act exempts rural telephone
companies from certain of the more burdensome interconnection requirements. However, the Telecommunications
Act provides that the rural exemption will cease to apply as to competing cable companies if and when the rural
carrier introduces video services in a service area. In that event, a competing cable operator providing video
programming and seeking to provide telecommunications services in the area may interconnect. Since each of our
subsidiaries now provides video services in their major service areas, the rural exemption no longer applies to cable
company competitors in those service areas. Additionally, in Texas, the PUCT has removed the rural exemption for
our Texas subsidiaries with respect to telecommunications services furnished by Sprint Communications, L.P. on
behalf of cable companies. We believe the benefits of providing video services outweigh the loss of the rural
exemptions to cable operators.

Under its current rules, the FCC has eliminated unbundling requirements for ILECs providing broadband services
over fiber facilities, but continues to require unbundled access to mass-market narrowband loops. ILECs are no longer
required to unbundle packet switching services. In addition, the FCC found that CLECs generally are not at a
disadvantage at certain wire center locations in regard to high bandwidth (DS-1 and DS-3) loops, dark fiber loops, and
dedicated interoffice transport facilities. However, where a disadvantage persists, ILECs continue to be required to
unbundle loops and transport facilities.

The FCC rules regarding the unbundling of network elements did not have an impact on our Illinois and Pennsylvania
ILEC operations because these ILECs have rural exemptions. Our Pennsylvania CLEC operations were not
significantly affected by the 2005 changes to the UNE rules because they use their own switching for business
customers that are served by high capacity loops. In July 2008, our Pennsylvania CLEC renewed, for a three-year
term, a commercial agreement with Verizon that sets the terms of the pricing and provisioning of lines previously
served utilizing UNE-P, including Verizon switching service. Our Pennsylvania CLEC currently provisions 3.63% of
our CLEC access lines utilizing this commercial arrangement. Although the costs for this arrangement will increase
over time pursuant to the terms of the agreement, our relatively low use of Verizon s switching and our ability to
migrate some of the lines to alternative provisioning sources will limit the overall impact on our current cost structure.
The CLEC has experienced moderate increases in the overall cost to provision high-capacity loops, interoffice
transport facilities, and dark fiber as a result of the FCC s changes to unbundling requirements for those facilities.

In 2006, Verizon filed a petition requesting that the FCC to refrain from applying a number of regulations to the
Verizon operations in six major metropolitan markets, including the Pittsburgh market area. Among other things,
Verizon urged the FCC to forbear from applying loop and transport unbundling regulations, claiming there was
sufficient competition in the Pittsburgh market to mitigate the need for these rules. The FCC denied Verizon s petition
in December 2007, but a federal court of appeals remanded this decision to the FCC for further analysis in 2009. If the
FCC grants this remanded petition or any similar forbearance petitions in markets in which our CLEC operates, our
cost to obtain access to loop and transport facilities could increase substantially.
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Promotion of universal service

In general, telecommunications service in rural areas is more costly to provide than service in urban areas. The lower
customer density means that switching and other facilities serve fewer customers and loops are typically longer,
requiring greater expenditures per customer to build and maintain. By supporting the high cost of operations in rural
markets, federal universal service fund subsidies promote widely available, quality telephone service at affordable
prices in rural areas. In 2009, we received $56.0 million in aggregate payments from the federal universal service
fund, the Pennsylvania universal service fund and the Texas universal service fund. In 2008, we received
$55.2 million from the federal universal service fund, the Pennsylvania universal service fund and the Texas universal
service fund.

Federal universal service fund subsidies are paid only to carriers that are designated eligible telecommunications
carriers, or ETCs, by a state commission. Each of our rural telephone companies has been designated an ETC.
However, under FCC rules prior to 2008, competitors could obtain the same level of federal universal service fund
subsidies as we do, per line served, if the applicable state regulator determined that granting such federal universal
service fund subsidies to competitors would be in the public interest and the competitors offer and advertise certain
services as required by the Telecommunications Act and the FCC. The ICC has granted several petitions for ETC
designations, but to date no other ETCs are operating in our Illinois service area. We are not aware that any carriers
have filed petitions to be designated an ETC in our Pennsylvania or Texas service areas. In May 2008, the FCC
adopted an interim cap on payments to ETCs that are not incumbent telephone companies, based on the payments
received by such companies in March 2008, which reduces (but does not eliminate) the incentive for ETCs to seek to
compete against our rural telephone companies.

The formula the FCC uses to calculate universal service fund subsidies is in flux. In November 2007, the
Federal-State Joint Board on Universal Service offered some proposals to the FCC to address the long-term reform
issues facing the high-cost universal service support system and to make fundamental revisions in the structure of
existing universal service mechanisms. In November 2008, the FCC declined to adopt any of the Joint Board s
proposals, but it continues to study universal service reform. It is widely reported that the FCC s National Broadband
Plan, to be released on March 16, 2010, will include proposals for reforming the universal service fund, which most
likely will result in the initiation of new rulemaking proceedings to implement the proposals.

We cannot predict the outcome of any FCC rulemaking or similar proceedings. The outcome of any proceeding or
other legislative or regulatory changes could affect the amount of universal service support our rural telephone
companies receive.

State regulation of CCI Illinois

Our Illinois Telephone Operations long-distance, operator services, and payphone services subsidiary holds the
necessary certifications in Illinois (and the other states in which it operates). This subsidiary is required to file tariffs
with the ICC, but generally can change the prices, terms, and conditions stated in its tariffs on one day s notice, with
prior notice of price increases to affected customers. Our Illinois Telephone Operations other services are not subject
to any significant state regulations in Illinois, and our Other Illinois Operations are not subject to any significant state
regulation outside of any specific contractually imposed obligations.
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Our Illinois rural telephone company is certified by the ICC to provide local telephone services. This entity operates
as a distinct company from a regulatory standpoint and is regulated under a rate of return system for intrastate
revenues. Although, as explained above, the FCC has preempted certain state regulations pursuant to the
Telecommunications Act, Illinois retains the authority to impose requirements on our Illinois rural telephone company
to preserve universal service, protect public safety and welfare, ensure quality of service, and protect consumers. For
instance, our Illinois rural telephone company must file tariffs setting forth the terms, conditions, and prices for its
intrastate services; these tariffs may be challenged by third parties. Our Illinois rural telephone company has not had a
general rate proceeding before the ICC since 1983.

The ICC has broad authority to impose service quality and service offering requirements on our Illinois rural
telephone company, including credit and collection policies and practices, and can require our Illinois rural telephone
company to take actions to ensure that it meets its statutory obligation to provide reliable local exchange service. For
example, as part of its approval of the reorganization we implemented in connection with our 2005 IPO, the ICC
imposed various conditions, including (1) prohibitions on payment of dividends or other cash transfers from ICTC to
us if ICTC fails to meet or exceed agreed benchmarks for a majority of seven service quality metrics, and (2) the
requirement that ICTC have access to $5.0 million or its currently approved capital expenditure budget (whichever is
higher) for each calendar year through a combination of available cash and credit facilities. During 2009, we satisfied
each of the applicable Illinois regulatory requirements necessary to permit ICTC to pay dividends to us.

The Illinois General Assembly has made major revisions and added significant new provisions to the portions of the
Illinois Public Utilities Act governing the regulation and obligations of telecommunications carriers on at least three
occasions since 1985. Most recently, in 2007, the Illinois legislature addressed competition for cable and video
services and authorized statewide licensing by the ICC to replace the existing system of individual town franchises.
This legislation also imposed substantial state-mandated consumer service and consumer protection requirements on
providers of cable and video services. The requirements generally became applicable to us on January 1, 2008, and we
are operating in compliance with the new law. Although we have franchise agreements for cable and video services in
all the towns we serve, this statewide franchising authority will simplify the process in the future. The Illinois General
Assembly concluded its session in May 2009 and made no additional changes to the current state telecommunications
law, which currently has a sunset date of July 1, 2009. We expect that the Illinois legislature will consider additional
amendments in 2010.

State regulation of CCI Texas

Our Texas rural telephone companies are each certified by the PUCT to provide local telephone services in their
respective territories. In addition, our Texas long-distance and transport subsidiaries are registered with the PUCT as
interexchange carriers. The transport subsidiary also has obtained a service provider certificate of operating authority
( SPCOA ) to better assist the transport subsidiary with its operations in municipal areas. Recently, to assist with
expanding services offerings, Consolidated Communications Enterprise Services, Inc. also obtained an SPCOA from
the PUCT. While our Texas rural telephone company services are extensively regulated, our other services, such as
long-distance and transport services, are not subject to any significant state regulation.

Our Texas rural telephone companies operate as distinct companies from a regulatory standpoint. Each is separately
regulated by the PUCT in order to preserve universal service, protect public safety and welfare, ensure quality of
service, and protect consumers. Each Texas rural telephone company must file and maintain tariffs setting forth the
terms, conditions, and prices for its intrastate services.
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Currently, both of our Texas rural telephone companies have immunity from adjustments to their rates, including their
intrastate network access rates, because they elected incentive regulation under the Texas Public Utilities Regulatory
Act ( PURA ). In order to qualify for incentive regulation, our rural telephone companies agreed to fulfill certain
infrastructure requirements. In exchange, they are not subject to challenge by the PUCT regarding their rates, overall
revenues, return on invested capital, or net income.

PURA prescribes two different forms of incentive regulation in Chapter 58 and Chapter 59. Under either election, the
rates, including network access rates, an incumbent telephone company may charge for basic local services generally
cannot be increased from the amount(s) on the date of election without PUCT approval. Even with PUCT approval,
increases can only occur in very specific situations. Pricing flexibility under Chapter 59 is extremely limited. In
contrast, Chapter 58 allows greater pricing flexibility on non-basic network services, customer-specific contracts, and
new services.

Initially, both of our Texas rural telephone companies elected incentive regulation under Chapter 59 and fulfilled the
applicable infrastructure requirements, but they changed their election status to Chapter 58 in 2003, which gives them
some pricing flexibility for basic services, subject to PUCT approval. The PUCT could impose additional
infrastructure requirements or other restrictions in the future. Any requirements or restrictions could limit the amount
of cash that is available to be transferred from our rural telephone companies to the parent entities, and could
adversely affect our ability to meet our debt service requirements and repayment obligations.

In September 2005, the Texas legislature adopted significant telecommunications legislation. Among other things, this
legislation created a statewide video franchise for telecommunications carriers; established a framework to deregulate
the retail telecommunications services offered by incumbent local telecommunications carriers, and imposed
concurrent requirements to reduce intrastate access charges; and directed the PUCT to initiate a study of the Texas
Universal Service Fund. The PUCT study submitted to the legislature in 2007 recommended that the Small Company
Area High-Cost Program, which covers our Texas telephone companies, should be reviewed by the PUCT from a
policy perspective regarding basic local telephone service rates and lines eligible for support. The PUCT has only
addressed the large company fund and has no immediate plans to conduct a small company review. The Texas
legislature may address issues of importance to rural telecommunications carriers in Texas, including the Texas
Universal Service Fund, in the 2011 legislative session.

Texas universal service

The Texas universal service fund is administered by NECA. PURA, the governing law, directs the PUCT to adopt and
enforce rules requiring local exchange carriers to contribute to a state universal service fund that helps
telecommunications providers offer basic local telecommunications service at reasonable rates in high cost rural areas.
The Texas universal service fund is also used to reimburse telecommunications providers for revenues lost by
providing Tel-Assistance and to reimburse carriers for providing lifeline service. Our Texas rural telephone companies
receive disbursements from this fund.
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State regulation of CCI Pennsylvania

The PAPUC regulates the rates, the system of financial accounts for reporting purposes, and certain aspects of service
quality, billing procedures and universal service funding, among other things, related to our rural telephone company
and CLEC s provision of intrastate services. In addition, the PAPUC sets the rates and terms for interconnection
between carriers within the guidelines ordered by the FCC.

Price regulation in Pennsylvania

Pennsylvania intrastate rates are regulated under a statutory framework referred to as Act 183. Under this statute, rates
for non-competitive intrastate services are allowed to increase based on an index that measures economy-wide price
increases. In return, we have committed to continue to upgrade our network to ensure that all its customers would
have access to broadband services, and to deploy a ubiquitous broadband (defined as 1.544 mbps) network throughout
our entire service area by December 31, 2008, which we did.

Pennsylvania universal service and access charges

On September 30, 1999, as part of a proceeding that resolved a number of pending issues, the PAPUC ordered ILECs,
including our Pennsylvania property, to rebalance and reduce intrastate toll and switched access rates. In that same
order, the PAPUC also created a Pennsylvania Universal Service Fund (PAUSF) to help offset the resulting loss of
ILEC revenues. In 2003, the PAPUC ordered ILECs to further rebalance and reduce intrastate access charges and left
the PAUSF in place pending further review. In 2008, our Pennsylvania ILECs annual receipts from and contributions
to the PAUSF total $5.2 million and $0.3 million, respectively. Our Pennsylvania CLEC receives no funding from the
PAUSF but currently contributes $0.2 million annually. Since Act 183 was adopted in 2004, the PAPUC may not
require a LEC to reduce intrastate access rates except on a revenue neutral basis.

In 2004, PAPUC instituted a third review of access charges. This proceeding may affect access charge rates for both
our Pennsylvania ILEC and CLEC properties, as well as the amount of funding that our ILEC receives from the
PAUSEF and the amounts that both companies contribute to that fund. Since 2004, the PAPUC has twice agreed to stay
those proceedings while awaiting an FCC ruling in its Unified Compensation docket. The request for a third stay is
now pending before the PAPUC and is opposed by several parties. Parties have filed testimony and the PAPUC held
the first round of hearings beginning in February 2009. It is not known when the PAPUC will rule. During the period
of the stay, the current PAUSF continues under the existing regulations.

Local government authorizations

In Illinois, we historically have been required to obtain franchises from each incorporated municipality in which our
rural telephone company operates. An Illinois state statute prescribes the fees that a municipality may impose for the
privilege of originating and terminating messages and placing facilities within the municipality. Our Illinois
Telephone Operations also may be required to obtain permits for street opening and construction, or for operating
franchises to install and expand fiber optic facilities. These permits or other licenses or agreements typically require
the payment of fees.
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Similarly, Texas incumbent telephone companies historically had been required to obtain franchises from each
incorporated municipality in which they operate. Texas law now provides that incumbent telephone companies do not
need to obtain franchises or other licenses to use municipal rights-of-way for delivering services. Instead, payments to
municipalities for rights-of-way are administered through the PUCT and through a reporting process by each
telecommunications provider. Incumbent telephone companies still need to obtain permits from municipal authorities
for street opening and construction, but most burdens of obtaining municipal authorizations for access to
rights-of-way have been streamlined or removed.

Our Texas rural telephone companies still operate pursuant to the terms of municipal franchise agreements in some
territories served by Consolidated Communications of Fort Bend Company. As the franchises expire, they are not
being renewed.

Like Illinois, Pennsylvania operates under a structure in which each municipality may impose various fees.
Broadband and Internet regulatory obligations

To date, the FCC has treated ISPs as enhanced service providers rather than common carriers. As a result, ISPs are
exempt from most federal and state regulation, including the requirement to pay access charges or contribute to the
federal universal service fund. Currently, there is a relatively limited body of law and regulation that governs access
to, or commerce on, the Internet, including such matters as protection of children from exposure to indecent content,
and protection of private consumer data. As the Internet usage increases, government at all levels may adopt new rules
and regulations or apply existing laws and regulations to the Internet. The FCC is reviewing the appropriate regulatory
framework governing high speed access to the Internet through telephone and cable providers communications
networks. We cannot predict the outcome of these proceedings, and they may affect our regulatory obligations and the
form of competition for these services.

In 2005, the FCC adopted a comprehensive regulatory framework for facilities-based providers of wireline broadband
Internet access service after determining that such service is an information service. This decision places the federal
regulatory treatment of DSL service in parity with the federal regulatory treatment of cable modem service.
Facilities-based wireline carriers are permitted to offer broadband Internet access transmission arrangements for
wireline broadband Internet access services on a common carrier basis or a non-common carrier basis. Revenues from
wireline non-common carrier broadband Internet access service are not subject to assessment for the federal universal
service fund.

VOIP can be used to carry voice communications over a broadband Internet connection. The FCC has ruled that some
VOIP arrangements are not subject to regulation as telephone services. In particular, in 2004, the FCC ruled that
certain VOIP services are jurisdictionally interstate, which means that states cannot regulate those applications or the
service providers. A number of state regulators filed judicial challenges to that decision. Expanded use of VOIP
technology could reduce the access revenues received by local exchange carriers like our ILECs and our CLEC. We
cannot predict whether or when VOIP providers may be required to pay or be entitled to receive access charges, the
extent to which users will substitute VOIP calls for traditional wireline communications, or the impact of the growth
of VOIP on our revenues.

Video service over broadband is lightly regulated by the FCC and states. Such regulation is limited to company
registration, broadcast signal call sign management, fee collection, service and billing requirements and administrative
matters such as Equal Employment Opportunity reporting. IPTV rates are not regulated.
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American Recovery and Reinvestment Act of 2009

The American Recovery and Reinvestment Act of 2009 ( ARRA ) allowed for two major telecommunications activities
to occur, the first is to create $4 billion in grants and loans to help build broadband infrastructure which will be
administered by the Department of Agriculture s Rural Utilities Service ( RUS ) and the Commerce Department s
National Telecommunications and Information Administration ( NTIA ). The second is to have the FCC develop a
national broadband plan.

Broadband Stimulus (ARRA)

The ARRA program administered by NTIA is primarily a grant program, and RUS is a grant and loan program. Both
have specific target areas and directives and are required by Congress to complete the application and funding process
by September 2010. They are in the process of completing round one and will begin round two in March 2010.
Consolidated reviewed both program opportunities for round one and determined that neither made economic sense to
pursue at this time. There were several companies that applied for stimulus dollars in our territories that we provided
comments on to NTIA and RUS. The outcome of round one applications is still being determined.

National Broadband Plan

On April 8, 2009, the FCC began the process of developing a national broadband plan that will seek to ensure that
every American has access to broadband capability. ARRA requires the plan to address four major areas of broadband
deployment and use; (1) Ensure broadband access to all Americans effectively and efficiently, (2) Affordability and
utilization, (3) Status of deployment and (4) broadband advancement on civic and public services. The plan, which is
due to be released on March 16, 2010, likely will propose changes to a number of FCC policies and regulations in an
effort to promote these goals.

Item 1A. Risk Factors

Risks Relating to Current Economic Conditions

The current volatility in economic conditions and the financial markets may adversely affect our industry, business,
and financial performance.

Beginning in 2008, economic conditions caused unprecedented disruptions in the financial markets, including
volatility in asset values and constraints on the availability of credit. At the same time, the U.S. economy entered into

a recession. While we are unable in certain instances to quantify the impact of these factors on our business or results

of operations, the current economic and financial market conditions have accentuated each of the risks discussed
below and magnified their potential effect on us. Moreover, disruptions in the financial markets could adversely affect
our ability to obtain additional credit or refinance existing loans.

28

Table of Contents 35



Edgar Filing: Consolidated Communications Holdings, Inc. - Form 10-K

Table of Contents

Unfavorable changes in financial markets could adversely affect pension plan investments resulting in material
funding requirements to meet our pension obligations.
Our pension plans have investments in marketable securities, including marketable debt and equity securities, whose
values are exposed to changes in the financial markets. During 2008, the fair market value of these investments
declined materially. As a result, we were required in 2009 to make significant cash contributions to our pension funds.
Although the value of these pension investments increased in 2009 as the market in general recovered, we expect that
we will continue to make future cash contributions to the plans, the amount and timing of which will depend on
various factors including the finalization of funding regulations, future investment performance, changes in future
discount rates and changes in demographics of the population participating in the Company s qualified pension plan.
Returns generated on plan assets have historically funded a large portion of the benefits paid under these plans.
Continued returns below the estimated long-term rate of return could significantly increase our contribution
requirements, which could adversely affect cash flows from operations.
Weak economic conditions in our service areas could cause us to lose subscriber connections and revenues.
Substantially all of our customers and operations are located in Illinois, Pennsylvania, and Texas. Our customer base
is small and geographically concentrated, particularly for residential customers. Because of our geographic focus, the
successful operation and growth of our business depends primarily on economic conditions in the service areas of our
rural telephone companies. The economies of these areas, in turn, are dependent upon many factors, including:
Demographic trends;
In [linois, the strength of the agricultural markets and the light manufacturing and services industries,
continued demand from universities and hospitals, and the level of government spending;
In Pennsylvania, the strength of small- to medium-sized businesses, healthcare, and education spending; and
In Texas, the strength of the manufacturing, healthcare, waste management, and retail industries and
continued demand from schools and hospitals.
Downturns in the economic conditions in the markets we serve could cause our existing customers to reduce their
purchases of our services and make it difficult for us to obtain new customers which could negatively impact local
access lines and revenues.
Risks Relating to Dividends
This section discusses reasons why we may be unable to pay dividends at our historic levels, or at all.
Our board of directors could, in its discretion, depart from or change our dividend policy at any time.
We are not required to pay dividends; our stockholders do not have contractual or other rights to receive them. Our
board of directors may decide at any time, in its discretion, to decrease the amount of dividends, change or revoke the
dividend policy, or discontinue paying dividends entirely. If we do not pay dividends, for whatever reason, shares of
our common stock could become less liquid and the market price of our common stock could decline.
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Our ability to pay dividends, and our board of directors determination to maintain our dividend policy, will depend on
numerous factors, including:
The state of our business, the environment in which we operate, and the various risks we face, including
competition, technological change, changes in our industry, and regulatory and other risks summarized in
this Annual Report on Form 10-K;
Changes in the factors, assumptions, and other considerations made by our board of directors in reviewing
and adopting the dividend policy, as described under Dividend Policy and Restrictions in Item 5 of this
Annual Report;
Our results of operations, financial condition, liquidity needs, and capital resources;
Our expected cash needs, including for interest and any future principal payments on indebtedness, capital
expenditures, taxes, and pension and other postretirement contributions; and
Potential sources of liquidity, including borrowing under our revolving credit facility or possible asset sales.
We might not have sufficient cash to maintain current dividend levels.
While our estimated cash available to pay dividends for the year ended December 31, 2009, was sufficient to pay
dividends in accordance with our dividend policy, if our future estimated cash available were to fall below our
expectations, or if our assumptions as to estimated cash needs prove incorrect, we may need to:
Reduce or eliminate dividends;
Fund dividends by incurring additional debt (to the extent we are permitted to do so under the agreements
governing our then-existing debt), which would increase our leverage, debt repayment obligations, and
interest expense, decrease our interest coverage, and reduce our capacity to incur debt for other purposes,
including to fund future dividend payments;
Amend the terms of our credit agreement, if our lenders agree, to permit us to pay dividends or make other
payments the agreement would otherwise restrict;
Fund dividends by issuing equity securities, which 